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CERTIFIED HAIL - RETURN RECEIPT REQUESTED " j 
Dear S i r  o r  Madam, 

I I , ,  . 

We have ccnr idereA your a p p i l c a t i n n  f o r  r ecagn i t l on  o f  ' bxeap t ian  f rom Fnderel  
incoma tax  a s  an o rgan iza t ion  descr ibed i n  sec t i on  BOlb4c) (3) o f  t h e  I n t e r n a l  
Ravrnue Code. Wr a l s ~ ,  a t  your request9 sought Technical Advice f rom t h e  
Net ione i  O f f l ce .  

On t he  bdslf3 of t he  Technical Advice f4cmo~dndum dated Yavrmbsr 20, 1991, ~c 
conclude t h a t  you do n o t  aaot  t h r  requ l remrnts  o f  s i c t l ~ n  BOl(c) (8) o f  t he  
Code. We have enclosed a copy o f  t h e  a t o v t  Techn i ca  l . ,  kdv ice  Mesorsndua 141 t h  
t h l e  l e t t e r .  Contributions t o  your o rgan iza t ion  a re  i i o t  deduc t i b l e  under code 
sec t i ons  170. * 1 

Vou Are requ i red t o  f i l e  Federa l Income tax r e tu rne  on Fbrm 1120. 

Since t h i s  d e t c r a i n a t i o n  i s  based on n a t i o n a l  o f f l c s  techn ica l  e d v i c e ~  you 
have no f u r t h e r  appeal r i g h t s  and t h i s  i a  our  f i n a l  l e t t e r .  

. I  I f  you decide t o  cop tes t  t h i s  de te rm in r t i on  under t h e  d e c l a r z t o r y  Judgment 
p r o v l s l s n e  of Code r ~ c t l o n  74289 a p e t l t l o n  t o  t h e  Unibed S ta tes  Tax Court9 
t h e  Un i ted  S t a t r s  Cour t  o f  C l r l m r r  o r  t h e  d i s t r i c t  c o u r t  of  t h e  Un i ted  States 
f o r  the  D i s t r i c t  o f  Columbia must be filed ~ i t h i n  90 days from t h e  da te  t h i s  
deter 'a lnat ion Has mailed t o  you. Contact t h e  c l e r k  of ,  t h e  appropr ia te  r c r r t  
f o r  r u l e s  f o r  f i l i n g  p e t i t i o n s  f o r  dec la ra to r y  Judgmentb 

O l e t r l c t  D i r e c t o r  

Enclosure: 
Technical Advice 
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INTERNAL REVENUE SERVICE , 

~ational office Technical ~ d v i c e  Msmorandum 

District Director 
Atlanta, Georgia 

Taxpayer Name :  
 

Taxpayer Address:   
  

, 
Taxpayer Identification Number: 3 

Years Involved:   

Date of Conference: None k ;  
r,. :' 
P /I! 

# . . I  

I": 

ISSUES 1<"., 

Whether an organization that was created to revitalize a 
commercial section of a city is exempt under ~ection 501(c)(3) af 
the Code. 

FACZ'S 

The organization was incorporated ,':to help in the 
revitalizationiplans for the downtown area of city. The area to 
bB revitalize@ is not an econo?ically depkessecj area. The 
organization is not an outgrowth of a governmental entity nor is 
it controlled or created pursuant to state or local statutes. 

The crganization is operated for the following purposes: plan, 
research and assist in the implementation of projects for the 
reason of a) dilapidation, deterioration, obsolescence, 
san~~ation, open space, or the existence of conditions which 
endanger life or property by fire or other causes; b) defective or 
inadequate street layout, faulty lot layout, deterioration of site 
improvements and diversity of ownership; or c) under utilization 
of the area which prevents effectivz redevelopment efforts. , 

The organization also indicates it will promote and assist in 
city beautification projects by cooperat.ing wj ::h municipal 
authorities and by educating the public as ($;o the advantages of 
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beautifying the city through the use of newspaper, radio and 
distributed literature. The organization alsc states it will 
support charitable and educational organizations whose primary 
interest is to preserve and develop the beauty 'of the city. Other 
activities in which thc organizatlon will be involved in include: 
the sponsoring of a business\educational seminar to be open to the 
general public and to distribute community infcrmation publications 
to inform the general public of its activities and other 
information relevant to downtown revitalizdtion. 

The organization's nRevitalization Work $lann indicates the 
organization's involvement in business prumot&on through retail 
sales e-~ents, image development, development ,of a lro.jo for the 
con~mercial district of the community, and the celebrating of new 
business openings. Other goals mentioned in this plan include the 
following: increased frequency of sweeping of streets, the 
appointment of a Parking Task Force to work with the city on long 
range parking development, th8 development of an incentive design 
package to encourage design improvements, holding a downtown clean 
up day with schools, investigate street banners, and the 
improvement to the appearance of store fronts. 

The organization also indicates that it will be involved in 
the coordinating of zoning, building code information aqd other 
public regulatory activities affecting the redevelopment site, and 
providing limited assistance and advice to sn,ai~ businesses. 

In a letter dated , the organization indicates 
that its past, present and futurz goals are tollimprove the quality 
of life, general working and shopping conditipns in the targeted 
area. The letter aloo indicates the organization has approved the 
reriovation of  store fronts and has received applications for the 
rcnovaticn of  more businesses. Upon repair the organizetion 
will reimbursement each business $  for the rendvation of its 
store front 

I The orgarization indicates that the National Trust for 
Historic Pr%s : >tion, launched a Main Street program in the city 
to help develc, che targeted area. The organi,zation was unable to 
submitted any information indicating that any Of the buildings that 
the organization is helping to revitalize are listed on *the 
National Registervv or have hisLorica1 or architectural significant. 

AND ANALYSIS 

Section 5r)l(c)(3) of the. Internal Revenue Code describes 
c:orporations "organized and operated exc'lusive!.y for religious, 
ciilritable, scientific, testing for public /skfety, literary, or 
educstj-onal purposes . . . 'no part of the net eat-~ings of which 
inures to the berrcr'it of any private shareholdbr or individual, no 
substantial part of the activities of wqjch is .,.carryin5 on 
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propaganda, or otherwise attempting to influenbe legislation , . . , and which does not participate in, or inbekvene in . . . any 
I1 political campaign , . . . 

Section 1.501 (c) (3) -1 (c) (1) of the 1ncoSh'e Tax Regulations 
provides that an organization will be regiarded as l1operated 
excl~sively~~ for one or more exempt purposes"~on1y if it engages 
primarily in activities which accomplish one of :more of such exempt 
purposes specified in section 501:s) (3). An qrganization will not 
be so regarded if more than an insubbtantial pakt of its activities 
is not in furtherance of an exempt purpose. 

k 

Batter Bu&m$p Bureau v, United 8tam,'id26 U.S. 279 (1945), 
~rovides that an organization is not operated exclusively for 
charitable pur~oses, and thus will not qualify tor exemption under 
section 501(c) (3), if it has a single nonchargtable purpose that 
is substantial in nature. This is true regakhless of the number 
or importance of the organization's charikab24 purposes. 

'1' ! 

Section 1.501 (c) (3) -1 (d) (2) of the rkgul#@t ions provides that 
the term "charitablen4 is used in section 301(@)(3) of the Code in 
its generally accepted legal sense, and includes the lessening of 
the burdens of government. 

section 1.501 (c) (3) -1 (d j (1) (ii) of the rtdgulations provides 
that an organization is not organized exclusivsly for any of the 
purposes specified in section 501(c) (3) unless it serves public 
rather than private interests, Thus, an organization applying for 
tax exemption under section 501(c) (3) must establish that it is not 
organized or operated for the benefit of private interests. 

Some organizations which have been formed to assist in the 
economic develdpment of a particular geographic area or to assist 
existing or ned businesses located in such an area have qualified 
for exemption under section 501 (c) (3) of the ,Code. To be exempt 
under section 501 ( c )  (3) , such organizations must show that they are 
organized and operated exclusively for charitable purposes. As 
stated in ~ection 501(c) (3)-l(d) (2) of the regulations, the term 
llcharitablell as used in section 501(c) (3) includes the relief of 
the poor and distressed, lessening the burdep8 of government, and 
the promotion of social welfare-by organizations designed to lessen 
neighborhood tension, eliminate prejudice and discrimination or 
combat community deterioration. 

Rev. Rul. 74-587, 1974-2 C.B. 162 held that an organization 
formed to provide financial assistance to various businesses 
through low-cost or long term-loans, or through the purchase of an 
equity interest in the businesses assisted qualifies as exempt 

I 
' ,I( 
I 1  
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under section 501(c) (3). The organization de3oted its resources 
to programs to stimulate economic development' in an. economically 
depressed area, inhabited mainly by low-incomb,minority or other 
disadvantaged groups. J 

a 'I 

Rev. Rul. 76-419, 1976-2 C.B. 146 provide's?that the purchase 
of land by an organization in an economic ally^ aepressed area and 
the convarsion of that land to an industrial ark with leases at 
favorable rates to industrial tenants, who are i to hire and 
train unemployed and underemployed resident0 o f  the area, is exempt 
under section 501 (c)(3) of the Code. 1 

I I 

The rationale for exemption in these,I rulings includes 
relieving poverty and lessening neighborhood tensions mused by the 
lack of jobs in the areaf combatting communitf deterioration by 
establishing new businesses, rehabilitating i l  xisting ones, and 
eliminating conditions of blight; and lessenhg, prejudice and 
discrimination against minorities by demonstrating that such groups 
can operate a business if given the opportunity;. 

I I 

Rev. Rul. 77 -111, 1977-1 C.B. 144 involved two organizations. 
In situation one the organization was formed to increase business 
patronage in a deteriorated area by providing information on the 
area's shopping opportunities, local transportation, and 
accommodations. In situation two the organization was formed to 
revive retail sales in an area of economic decline by constructing 
a shopping center that would complement the area's existing retail 
facilities. Neither organization was held to be exempt, because 
neither organization targeted minority-owned businesses or limited 
their benefits to needy individuals or businesses. 

The revenre ruling holds that although the .organizationst 
activities might contribute to achieving section 50l(c) (3) 
purposes, their overall thrust was to promote busifless as an end 
in itself rather than to accomplish exclusively exempt purposes. 
The organizations in situation one and two 90 not limit their 
assistance to businesses located in a deteriorated area that could 
not obtain conventional financing. The organization in situation 
one assists businesses which are not owned by qinority groups and 
which are not experiencing difficulty because o'f their location in 
a depressed area. 
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The activities of the organization in sitda'tion two result in 
major benefits accruing to the stores that*wilP 1oca.te within the 
shopping center. It does not limit its aid tolbusinesses that are 
owned by members of a minority group or tob businesses that would 
only locate within the area because of the existbnce of the center. 
The end result is that the organization's acti*,ities are directed 
to benefit the businesses in the shopping &enter rather than 
exclusively to accomplish section 501(c)(3) pul;'poses. 

The information the organization submitteddindicates that the 
city in which the economic development is to occur is not an 
economically depressed ares, There i s  no evidence of federal or 
state designation that the c!.ty Lo a de ressed area and 
unemployment figures are not available for :t ! e targeted area. 
There is no evidence that businessas in the targeted area have a 
significant number of minority employees , ( 1 ' 1  'or the targeted 
businesses are controlled or substantially operhted by minorities. 
Further there is no proof that the businessds the organization 
provides services for are required or are enowraged to hire a 
significant rrumber of presently ailemployed p Sons and to train 
those persons, Rev. Rul. 77-lli makes it c$~ "$ ar that promoting 
business in an economically declining area, by itself, would not 
constitute a charitable 3ctivity within the contemplation of 
section 1,501 (c) (3) -1 (d) (2) of the regulations. Accordingly, under 
section 1.501 (c) (3) -1 (c) (1) of the regulations, the organization 
cannot be regarded as "operated exclusivelyN for one or more exempt 
purposes because more than an insubstantial part of its activities 
is not in furtherance of an exempt purpose. This nonexempt purpose 
is sufficient in degree to preclude the organization from 
qualifying for tax exemption under the rationale of Better Busines~ 
Bureau V ,  U . S . ,  guDra. 

\ 
In additipn the facts submitted do not indicate that the 

organization meets the requirements of lessening the burdens of 
government. Rev, Rul. 85-1, 1985-i C.B. 17i,,Sets out a two-part 
test for determining whether an organization's activities are 
lessening the burdens of government. To meet this test it is 
necessary to determine whether the governmentaA unit considers the 
organization's activities to be its burden ,and whether these 
activities actually lessen the burdens of dha government. An 
activity is a burden of the government if there is an objective 
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manifestation by the governmental unit that it considers the 
activities of the organization to be its burden, The file containa 
no information which would indicate that the drganization1s 
activities nro or were ever a government burden'of the City or that 
the city ever delegated its authority to run such a program. 
Further there is no strong interrelationship between the city and 
the organization which would provide evidence that the governmental 
unit considers the activity to be its burden, The organization is 
not lessening the burdens of government within the meaning of 
section 501(c)(3) of the Code. 

Further, while the organizatianls downtown revitalization 
program does have some broad publia benefit, ,it also results in 
direct and substantial private benefit to the downtown businesses 
with the moaning of section 1.501 (c) (3) -1 (d) (ii) of the regulations 

Accordingly, based on the informatibn submitted, the 
organization does not meet the requirements df sebtion 501(c) (3) 
of the Code. 

I 
I 

An organization that was created to revitalize a commercial 
section of a city is not exempt under section 501(c) (3) of the 
Code, 

, ' , ,  
*, ( i .  
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OCT 031990

Director

'. . ~ \"

/' ,

~ , ;

CERTIFUDMArt R""
. - £ ~ URU RECEIPT REQUEST!:])

Dear Applicant:

-. Dat.e:

', Internal RevenlJe Service

We have c cn s t de r ed vour appl icat:i.o:"l for recoshH,ioli of eNE.'ffiptj.on
from Federal income tax as 3n ~r8anization described in s~ction

SO1 ( c ) ( 3) o f the I nbn naIR (i'V e n I) e Code • :'"

You were incorporated on , in the State or
to help in the revitalization plang for the downtown

area of . YOI.I have indicated that,l· to the belt of you,:,
kliowled8e, the area is not an eccnomi~ally dep#e~;ed area.

You have listed your specific purposes as th~ following: plan,
rssl!i!lrch arid assist irl the implementation. of pi'lljectm for ~he

reason of a) dilapidation, deteriorat~on, obsole5~ence,

sanitation, open space, or th~ ~xis~ence of conditions which
endanger life or property bv fi~e or other ca~ses; b) de'2ctlve
or inadequate street layout~ f;ul~y IJt laXQutf deterior~tion

of $it~ improve~ents 9nd diversity of. Dkr~rship~ ~r c)
un~erutilization of thA 3raa which ~reYants effective
redevelopmEnt efforts.

I il a;dd i .~ ion tot, i"l~ abo '.,1e , :,i 0 I) j-,a v e i n d :i. C i:l t. -a.o::l t 11 e 0 r :j <: n i Z 3 t i.::m
. will promote and assist in city besutifi:Jtion proJect~ by
cooperating with IDuniciFsl ~wtl,arities and by .ducdtinQ the public
.s to the advantaaes of beautifyinS the city through w t he u~e of
newspaperl3, radio and dilii·tributed U,teratl_'re. 'ii'

I'

Furthermore, it is also ind~eated the orS2nitation wil! support
c;1a~itable and educational cr1anization3 who~e primary int~ra5t
is to preserve and d~v&lo~ the beauty of the city. Other
3ctivities i~ which the 3P?:icant will involve itself in~lu~el

the spDn90rln~ of a business!educ3tion~i s£minar, to be open to
t,;~e ~::enel'al plJbli.Ct s no :C p'.lbli.-;;-l COITllT(lJrli'~,v infor:rlat,icil
~uhlic3ticn,; to inform the 9~ner~1 puj!ic of its actlvities anci
',J t~:, ~H i n f IJr 1T1-3 .~ 1. :l n l' (;.: 1. P.'I a"· L. ... ;J :) o I~ I'd~ 0 Wr. r i"t 'oJ i r. 3 ~ J, z a t i on • '-( rJI) ;, d v e
r ~ p 'I' Eo sen t e c: to Mat :,; 1,,1>:::- h FI!, ~ b 1. 'i, C .; ';' i o j' ! S i. ''',;~ 1!..' r.h~ ~ ell,"':. .::l l' ~ n0 +J 1 i nl :i .~, I'!! d
to the f o I ;.OI"'~,I·I'::; .Ii

\1 1 '

'1:

1,1
"~i I

I
I

! ,
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a) Planning studies, such as the .ampil$tion
of financial da'~a r e l e vant, to area,bl.lsd.r,ess
by type and p05~ible others.

b) An or8~nizational brochure or brochure~f

c) Tourist and visitor informatio~ ~roch~res,

maps, tour gUides, etc.
d) Ev~nts fliers, pamphl~ts, pasters, or

b rochIn !?$ •

e) Stdti~;ticiill rept1r~~s for s umm a r Les •.
f) A resular newsletter or newsletters.

Selected publications will be sold to the
general public as ~ cost determined to
repay printins costs for the pUblications.

The tl!Q accompanyins
the application for exemption is indicative Qf the applicant's
invol~ement in business promotion through ret~il 'ales events,
i III a8 e del; e I f) P 1lIE.' n t I' d Ii) v e ],0 P m~l n t a of a I (J :3 p f o I' t h Ii! con, m~'1' c :i a 1.
district of , and ~h~ ~elebratins of n~w business openinS5
and reh3bilitaticns with publicity. Other soals mentionod in
t;,is plan include thl fcllowin~: incr •• s~d frequency of sw~epin8

streets, to have the city to study speeding downtown~ the
appointment of a Parkins Task Force to work with the City on long
r;ns. p~rkin3 develop~~nt. th~ dev~lop~ent of an incentive design
i:·3Ck.5')ii1 t,':; ~n,:cl,lr<'J'3li1 d(')'El'~r; iITi!jrOVelflent·.:;, holdin':; a downto ... n cleai":
up da~ with schools, inY.I~isate st~~et banner~ and 9~vin8

consiM~raticn to the waivir~ 8f building permit fees far
stQrefrQn~ 1\~h3bilita'~i(~ris~

Additicn3:1~~ ~cu hB~e 1ndi~ata~ the applicant ~ill be invo]'y~J

:inco c r d i ;',i, t ~ n :3 Z C'J n i n;;,1 ~ b I.l i 1 d :l r', :2 c c d e i ;1 ·r,> 0 r miBt :i. C) r, a 1"1 dot h E' ~. P 1.1b ], ::. ~:

ra8~)1~~tcry 3ctl~iti~s a'~~~i='~ir"~ ~t'l~ red8~/elcpmerlt si'te, and
providing l'i~Jit2d ~ssi$tance 3nG advice to small"b!)$~r,e3~~s.

representatiYe~ , it is states that th~

applicant'3 past~ pres~nt? and-future goals a~e to improve th~

9uality of lifer general ~orkin2 ~nd shopping conditions of the
ar~i. In t~~ s~me ~or~espondence, reference ii mad0

t o :;.. h e :.lp pre '''; .,)], .'3 rid r '2 !"I.:' ''"' d':', i 'j n 0 f s t o T' e f r o 1", 'l~ l 0 cat.:;. a 1": S loj i t l~

a bus i n ~.:; ~; I.e ~; i ;~: i~,:e a ;:J 1:'1 i, I,: ·~3 ~, 'L en? f' C C {:? S :5 - . \:.," (:\ ~ ::' (=l : ~. c ~~ ~~ 'L ':~; n l-;; \" a c ~; ~; ~:;

r~ft-:i'rE... rj to t~; f('~ tl'1!fil ''; rej.n:i;.I,.:·~::-ta~Tlent fOl' ;i'~CTL::'~'~i"'Jrlt,
:~ ~ r', IJ -'f ;;) i',. I 'J r ,I:, i~ 3 ': b I} ~ :i. j'"; (,:.~ ~~. :~ ~iI ;~ -/ 'I" :,: ',~ {:~ '1, v I·? r'i' ':'J m

+ T 11 i s r f~ i ~d~~ !) T' ~5 I~ ~:i ~ ~·I t, F'r 0 tEl r :3:Tl ., '~~ 1 S C) !-:, no 1.t.,I r: rJ f7 t, iI e
r, .. tn \~ n 'i,~ j. C) (j edin t ~'1 e

ne~,;p~p~r Cl:Lp~t;"13 Wf1:~(~f~ ;::C 1J nlp 3 n i e d tile pr'~v~o~N'sl~) refei'~rIC~~

: C)J~ ~~ :~~ 15 i:: o 1'"1 I:~ i!;.\r: :: '~ '.

.:;:.
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W i t h  respec:t ,  t o  tl.\cg q u a l i f i c a t i o n s  rey~. . t j .u .~d f o ~ : , . '  b i - ~ s i n o s s e s  t o  
r s c e  i v e  berrc?Pi tr; F f t  i s  i n d i c a t e d  t h e r e  a r e  nn  '. r :y3q 'v i remonts  and 
tha t ,  t h e  s e r v i c e s  p r o v i d e d  a r e  w i t h o u t  c h a r g e ,  : The a p p l i c a r ~ Z I  
has a l s o  i n d i c a t e d  t h a t  t h e  t a r g e t  g r o u p  t o  b e n e f i t  t h e  1na5L w i l l  

' b e  b l . l s i n e s s e s  l o c a t e d  i n  t h e  downtowr~ a r e a ,  I;: 

A g a i a f  r e f e r r i n g  t o  t h e    c u r r c s p o ' n d e n c q r '  . t h e  a p p 1 i c a n . t  
r e p r e s e n % s  t h a t  a l l  o f  t h e  s e r v i c a s  a n d  products a v a i l a b l e  i n  
t h e  p e s t , ?  p r e s e n t  a n d  f~.~*.l.~re s r e  incl l - lded i n  thsb  ' ' . l i s t ,  shown on 
t h e  b o t t a n ~  l e f t  o f  t h e  '  " b r o c . h u r e +  'These s e r v i c e s  
B r a  a s  f o l l o w s :  

,, , ,, 

RECONNAISSANCE V I S I T  - I day visit t o  W ~ r k  s n  b o a r d  
d e v e l o p m e n t  9 manager  r , e l eca t io r l9  p r  o3ram F ; r a n ~ o t i o n ~  
i d e n t i f y  key  i s s u e s t  a n d  p u b 1 . i ~  r e l a t i o n s  ' 

M A N A G E R  AND B O A R D  T R A X N I N G  - 3 day t r a i n i n g  
suss in l -17  mon t,h:lv m:snagers rnt?e.!;ing.; r qt.~ar. tf ir  lv b o a r d  
c h a i . r p c r l ; o n s  h ~ s e t , i n g s  T w a r k s h o p s  r on  siSt,,e v~'i~c,:,j.ts 

RESOIJRCE TEAM V I S I T  .- V i l e i t  b y  .l;e!r,rn 01' s p @ ! c i a l . j . s t s r  
o b  j e c t i v c  a s s e s s l r ~ c ; r ~ ' t  r s p o c i . f  ic r e ~ n n ~ n ~ e n d a  1;:Lonsy 
p u b l i c  p r e s e n t a t i o n 9  P o l l o b - u p  w r i t t e n  r e p r j r t  

D E S I G N  A S S I S T A N C E  - On site c n n s u l t a t i o n  w i t h  
p r o p e r , t y  o w n e r s  r worlr.shaps i n  ynl.lr t s w n r  ~amln i t , t e r ; ,  
t r z '  r1:ir.19? t e l e p h o n e  consl.!ltat,S.on 

FOI-LOW-UP V I S I T S  - P r o g r e s s  c h e c k ?  s p e c i a l  i s s u e  
a!s%i sntanc:e r schecil.llad r 2nd a s  needed 

., 

. :  

Y E A R - E F I ~  RETREAT - :I,:..*' . . = I  A!; p r a ~ ~ r a m  evaluatina:, zeal 
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